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Message Text 

UNCLASSIFIED 

PAGE 01 GENEVA 00122 111238Z 
ACTION 10-13 

INFO OCT-01 EB-07 ISO-OO L-03 ABF-01 TRSE-00 OMB-01 USPS-01 
/027 W 

111241Z 004056/14 

R 111207Z JAN 77 

FM USMISSION GENEVA 

TO SECSTATE WASHDC PRIORITY 4464 

UNCLAS GENEVA 0122 

EO 11652: NA 
TAGS: ETEL, ITU 

SUBJ: ITU-UPU: TAX REIMBURSEMENT 
REF: A. STATE 312673, B. GENEVA 75 A-151 

1 . RE PARA ONE REF A, DEPT IS CORRECT IN ASSUMPTION 

THAT INTEREST IS NOT ASSESSED ON TAX REIMBURSEMENT PAYMENTS. 

2. MISSION IS MOST PERPLEXED AND CONCERNED ABOUT STATEMENTS 
MADE IN PARAS TWO AND THREE RE PAYMENT OF ESTIMATED TAX WHICH 
INDICATE POSSIBILITY THAT USG WILL NOT QUICKLY REPAY ITU, 

FOR FOLLOWING REASONS: 

A. IRS REQUIRES ALL AMERICAN CITIZENS EMPLOYED ABROAD 

(WITH EXCEPTION OF USG EMPLOYEES), NOT SUBJECT TO U.S. WITHHOLDING 

TAX, TO FILE ESTIMATED RETURN FOR FOLLOWING YEAR AND PAY 

ESTIMATED TAX IN ADVANCE. DEPT WILL NOTE THAT ON ITU 

BILL ALL AMERICAN CITIZENS HAVE PAID 1976 ESTIMATED TAX, WHOLLY 

OR PARTLY, IN ADVANCE (ONLY EXCEPTION IS PATTON WHO LEFT ITU 

IN JUNE 1975). 

B. IN US-ITU AGREEMENT OF APRIL 7, 1975 (SEE REF B), THE 

USG UNDERTOOK TO "PAY ANY TAX REIMBURSEMENTS TO U.S. CITIZENS" 

AND IN ADDITION USG "IS OBLIGATED TO PAY A TAX EQUALIZATION 
CHARGE AS PART OF ITS ANNUAL PAYMENT TO THE ITU...". DEPT 
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WILL NOTE THAT AGREEMENT DOES NOT DIFFERENTIATE BETWEEN PREVIOUS 
YEAR AND ESTIMATED PAYMENTS. 

3. THUS, ACCORDING TO ABOVE, USG, WHICH MADE ANNUAL PAYMENT 
ON DEC 30, 1976, IS CURRENTLY IN ARREARS TO ITU FOR TAX 
REIMBURSEMENT PAYMENTS OF SF 195,000 ALREADY MADE BY ITU TO 
EMPLOYEES PRIOR TO JULY 1, 1976. AS ITU HAS NO WORKING CAPITAL 
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FUND, IT SORELY NEEDS THE MONEY WHICH USG RIGHTFULLY OWES IT. 

4. UNDER TERMS OF APRIL 7, 1975 AGREEMENT, MISSION CANNOT 
NOW, SIX MONTHS AFTER PAYMENT WAS MADE BY ITU TO ITS U.S. 
EMPLOYEES, GO TO SECRETARIAT AND INFORM THEM THAT U.S. "PREFERS 
TO LIMIT CURRENT PAYMENT TO ITU TO THOSE AMOUNTS APPLICABLE 
TO YEARS PRIOR TO 1976 TAXES", WHICH AMOUNTS TO ALMOST SF 130,000 
OF THE 195,000 TOTAL. 

5. AS MISSION VIEWS THIS PROBLEM, ONLY PRACTICAL AND LEGAL 
SOLUTION IS FOR U.S. TO PAY ITU SF 195,000 SOONEST. IF DEPT 
INSISTS ON PAYING ONLY PART YEARS CONTRIBUTION INTHE FUTURE, 

WE BELIEVE APRIL 7, 1975 AGREEMENT MUST BE ABROGATED AND NEW 
AGREEMENT NEGOTIATED. IF THIS IS CASE, PLEASE PROVIDE DESIRED 
LANGUAGE. IF DEPT WISHES TO PROCEED ALONG THESE LINES, 

IT SHOULD BE AWARE OF HARDSHIPS WHICH WOULD BE CAUSED TO ITU 
AMCIT EMPLOYEES, WHO WOULD BE FORCED IN CASE OF 1977 TAXES TO 
WAIT 1 1/2 YEARS FOR REIMBURSEMENT. 

6. PLEASE ADVISE SOONEST BY PRIORITY CABLE. CATTO 


UNCLASSIFIED 
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